
TERMINAL LEARNING OBJECTIVE 1
At the end of this seminar, given a funding document, the student will be able to recognize which agency
and appropriation is cited in a line of accounting

ENABLING LEARNING OBJECTIVES
Identify the 11 subcategories of the Navy/Marine Corps accounting classification
Distinguish the 3-part meaning of the appropriation subcategory

TERMINAL LEARNING OBJECTIVE 2
At the end of this seminar, the student will be able to identify additional sources of funds for contingency
contracting

ENABLING LEARNING OBJECTIVES
Describe the 3 emergency and contingency construction Acts and the authority to invoke them
Identify the source of funds for each of the 3 Acts and any limitations
Recognize under what circumstances O&M or UMMC appropriations may be used above normal
thresholds

TERMINAL LEARNING OBJECTIVE 3
Given a requirement for contracting, the student will be able to determine the proper appropriation for that
acquisition

ENABLING LEARNING OBJECTIVES
List the 4-step process for analyzing fiscal law issues
List the 3-part test to determine the proper purpose of an appropriation
List the period of availability for the more common appropriations
Understand the concept of bona fide need
Describe how the Anti-Deficiency Act relates both to the amount spent and to the purpose statute
Describe how augmentation may violate both the purpose statute and the ADA
Understand the difference between investment and expense
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Introduction
U. S. Constitution Article I, Section 9 provides that No money shall be drawn from
the Treasury but in consequence of an appropriation made by law…

The established rule is that the expenditure of public funds is proper only when
authorized by congress, not that public funds may be expended unless prohibited by
congress.  United States v. MacCollom, 426 U.S. 317, 321 (1976).

The AntiDeficiency Act (ADA) was passed to curb fiscal abuses by executive
agencies.  The act consists of several statutes that authorize administrative and
criminal sanctions for unlawful obligation and expenditure of appropriated funds.

Terminology

Period of Availability: Most appropriations are available for obligation for a
limited period of time.

Obligation:  Any act that legally binds the government to make payment.

Budget Authority: The authority provided by federal law to incur financial
obligations.

Appropriation Act: The most common form of budget authority.  An
appropriation is statutory authority to incur obligations and make payments out
of the US treasury for specific purposes.  An appropriation must be stated
expressly.  It cannot be inferred or made by implication.

Authorization Act: A statute that authorizes appropriation of funds for programs
and activities.  The Authorization Act does not provide budget authority.  Budget
authority stems from the Appropriation Act.  Authorization Acts frequently
contain restrictions or limitations on how appropriated funds may be obligated.
Annual authorization acts generally accompany DOD's appropriation acts.  The
authorization act may clarify the intended purpose of a specific appropriation, or
contain restrictions on the use of the appropriated funds.

Authority:
Article I Section
9 US Constitution
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Accounting Classifications (Fund Cite)

Navy and Marine Corps

A B C D E F G H I J K

ACRN APPROPRIA
TION

SUB-
HEAD

OBJECT
CLASS

BUREAU
CONTROL

SA AAA TT PAA COST
CODE

AMOUNT

2 7 4 3 5 1 6 2 6 12

A.  Contract Accounting Classification Reference Number (ACRN).  A two-position
alpha/numeric code.

B.  Appropriation Symbol.  First two digits indicate department.  Navy/Marine Corps
is "17", "21" Army, "57" Air Force, "97" DoD, and "19" Department of State.  The
third digit is fiscal year/availability of the appropriation.  For example, 9 could be FY
1989 or FY 1999.  An "X" indicates a no-year appropriation such as a working
capital fund, and a slash between two numbers indicates a multi-year appropriation
such as MILCON.  For example 8/2 would indicate funds available for obligation
from FY  1998 through 2002.  The last four digits of this column indicate the type of
appropriation.  For example 1804 is the code for Navy O&M.

ARMY NAVY/MARINE
CORPS

AIR FORCE

MILITARY
PERSONELL

2010 1453/1105 3500

O&M 2020 1804/1106 3400

OTHER
PROCUREMENT

2035 1810/1109 3080

RDT&E 2040 1319/NA 3600

MILCON 2050 1205 3300

FAMILY HOUSING
CONSTRUCTION

7020 7030 7045

STOCK FUND 4930 4930 4930

INDUSTRIAL FUND 4930 4930 4930

C.  Subhead.  The subhead is a further breakdown of the appropriation used for
dividing, identifying, and allocating funds to various administering offices.

D.  Object Class.  The object class further identifies the nature of the supplies or
services involved.  Most activities either zero fill this field or use "250" (other
services).

See DFARS
204.7101

Agency, Current
Year(s), Type of
Funds
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E.  Bureau Control Number.  The first two digits are the budget project number, and
the last 3 digits identify the activity to which the allotment was granted.

F.  Suballotment.  A one-digit alphanumeric character used by the allotment holder to
issue funds.  It identifies subcategories of the bureau control number.

G.  Authorization Account Activity.  Identifies by UIC the activity that performs the
official accounting functions for the funds involved.

H.  Transaction Type Code.  Identifies the expenditure of funds by functional
categories.  Some typical categories include:

1J Subsistence

2D Transactions not included in another transaction category

6A Per diem and miscellaneous travel expenses

6B Car rental in conjunction with travel

6E Order for work and services (work request)

6W Contract progress payments

I.  Property Accounting Activity.  Identifies by UIC the activity for which plant
property is purchased.  This field is filled with zeroes if the purchase does not involve
plant property.

J.  Cost Code.  A 12 digit alphanumeric field available to the issuing activity for
information and identification purposes.  When the accounting data is provided for
material or service requisitions, the cost code consists of 2 zeroes followed by the 4
digit Julian date, a 4 digit serial number, and a 2 character fund code.

K.  The amount column indicates how much money is authorized and available for
the supplies or services requested.

Analyzing fiscal law issues

4 step process

1. Identify the appropriation proposed for obligation and expenditure.  See the
above section on interpreting accounting data.

2. Determine whether the appropriation is available for the proposed purpose.

3. Determine whether the appropriation is available at the time of obligation and
expenditure.

4. Determine whether the appropriation is available in the amount of the obligation
or expenditure.

Remember: CYA, or
Color,
Year, and Amount
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Availability of Appropriations as to Purpose

Appropriations shall be applied only to the objects for which the appropriations were
made except as otherwise provided by law.

Appropriations are differentiated by service.  The major DOD Appropriations
provided in the annual appropriations act are:

Ø O&M-used for day to day expenses of training exercises, deployments,
operating and maintaining installations, etc.

Ø Personnel-used for pay and allowances, permanent change of station
travel, etc.

Ø RDT&E-used for expenses necessary for basic and applied scientific
research, development, test, and evaluation including maintenance and
operation of facilities and equipment

Ø Procurement-used for production and modification of aircraft, missiles,
weapons, tracked vehicles, ammunition, shipbuilding and conversion,
and other procurement.

Military construction is appropriated separately.

There is a three-part test to determine the proper purpose of an appropriation:

1. The expenditure of an appropriation must be for a particular statutory purpose, or
necessary and incident to proper execution of the general purpose of the
appropriation.  A necessary expense is an expenditure that is permissible if it is
reasonably necessary in carrying out an authorized function or will contribute
materially to the effective accomplishment of that function.

2. The expenditure must not be prohibited by law.  Agencies may presume that
restrictions in an appropriation act are effective only for the fiscal year covered
by the act unless the legislation clearly indicates its permanent character.

3. The expenditure must not be otherwise provided for.  It must not fall within the
scope of some other appropriation.  If there is another more specific
appropriation available, it must be used in preference to the more general
appropriation.  Running out of money in one appropriation is not sufficient
excuse to use another appropriation. If there are two appropriations reasonably
equal for expenditures not specifically mentioned in either appropriation, then the
agency may choose either appropriation.  But once the election is made, the
agency must continue to use the selected appropriation to the exclusion of any
other, absent changes in the appropriations act.

"Purpose" Statute:
31 USC 1301(a)

Three-Part Test
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Availability of Appropriations as to Time

Period of Availability

The period for which appropriations are available for obligation.  If funds are not
obligated during the period of availability, the funds expire and are generally
unavailable for further obligation.  Also called current appropriations.  Generally, the
time limitations apply to obligating funds, not disbursing them.  Funds are presumed
to be available for obligation only during the fiscal year in which they were
appropriated, unless expressly providing for obligation beyond the current fiscal year.
For example, multiple year appropriations expressly provide that they remain
available for obligation for a definite period in excess of one fiscal year.

Largest annual DoD appropriations:

Ø O&M

Ø Personnel

Largest multiple year DoD appropriations:

Ø RDT&E- 2 years

Ø Procurement- 3 years

Ø Shipbuilding and conversion- 5 years

Ø MILCON- 5 years

Expired appropriations:

Appropriations whose availability for new obligations has expired, but which retain
their fiscal identity and are available to adjust and liquidate previous obligations.

Closed appropriations:

Appropriations that are no longer available for any purpose.  Graveyard Dead.  An
appropriation becomes closed five years after the end of its period of availability.
The account is closed, all remaining obligated and unobligated balances in the
account are cancelled, and no funds from the closed account are available thereafter
for obligation or expenditure for any purpose.

Bona Fide Need:

An appropriation is available only for payment of expenses properly incurred during
the period of availability, or to complete contracts properly made during the period of
availability.  The bona fide need rule only applies to appropriations with limited
periods of availability for obligation.  Bona fide need focuses on the timing of
obligating funds and whether that obligation is for a current need of the government.
The government must intend for the work to start promptly.  The requirements of the

31 USC 1553(a)

31 USC 1552(a)

31 USC 1502(a)

Time Statutes:

Current Year
Funds
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government and the nature of the product or service determines when a bona fide
need arises, and is determined when the government obligates appropriated funds.

Bona fide need applied to supply contracts:

Generally, bona fide need is determined when the government actually requires or
will be able to use the supplies being acquired.  Therefore agencies must obligate for
the fiscal year in which the supplies will be used.  Supply needs of a future fiscal year
are the bona fide need of that fiscal year unless an exception applies.  Two main
exceptions are:

1. Lead time exception:

If the normal lead-time between order and delivery of an item is 45 days,
then it is appropriate to use current year funds for deliveries on or before 14
November.

2. Stock level exception

The stock level exception allows agencies to purchase sufficient supplies to
maintain adequate and normal stock levels.  In other words the government
may use current year funds to replace stock consumed in the current year
even if the replacement stock will not be used until the following fiscal year.
However year-end stockpiling of supplies in excess of normal usage is
prohibited.

Bona fide need applied to service contracts:

Recent legislation has greatly diminished the need to divide service contracts into
severable and non-severable categories. Severable services are those that can be
separated into components that independently meet a separate need of the
government.  Non-severable services produce a single or unified outcome,
product, or report that cannot be subdivided for separate performance in different
fiscal years.  The FY 98 Defense Authorization Act, 10 USC 2410(a), and Public
Law 105-85 blurred the need for distinguishing the two categories by saying that
DoD agencies may obligate funds current at the time of award to finance ANY
severable service contract with a period of performance that does not exceed one
year.  It used to be the only exceptions to fully funding severable service
contracts for one year could be found at DFARS 237.106.  Otherwise only non-
severable service contracts could cross fiscal years.  This authority now allows
agencies to fund severable service contracts that cross fiscal years with monies
current at the time of award.

Bona fide need applied to maintenance and repair contracts

The government may obligate current funds for one-time maintenance and repair
contracts near the end of the fiscal year even if performance does not begin until
the next fiscal year. Normally performance must commence within 60 days, but
never later than 1 January of the following fiscal year.  The requirement must
represent a bona fide need of the current fiscal year, and the contract must
contain a provision that the contractor actually start work on or before 1 January.

Supply Contracts

Service Contracts

Maintenance and
Repair Contracts
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Bona fide need applied to construction contracts

The government must consider normal weather conditions when planning
outdoor construction or renovation projects.  A project that cannot reasonably be
expected to begin before the onset of winter weather is not the bona fide need of
the prior fiscal year.

Funding replacement contracts

There are three general exceptions to obligating funds after the period of availability
has expired.  They are bid protests, terminations for default, and terminations for
convenience.

1. Bid protests.  Funds available for obligation on a contract at the time of a bid
protest remain available for 100 days following the date a final ruling was made
on the protest.

2. Terminations for Default.  If a contract is terminated for default, and a bona fide
need still exists, the original funds remain available for obligation for
reprocurement, even if they otherwise would have expired.  The agency must
award the reprocurement contract for substantially the same item or service
without undue delay.  If additional funds are required and the funds have
otherwise expired, the original year's funds may be used to fund the additional
cost.

3. Terminations for convenience.  Generally, a termination for convenience
extinguishes the availability of prior year funds.  The exception is if the original
award was improper and the contract is terminated for convenience either by the
contracting officer or judicial order, the funds originally obligated remain
available in a subsequent fiscal year to fund a replacement contract provided:

Ø The original award was made in good faith

Ø There is a continuing bona fide need for the goods or services

Ø The replacement contract is substantially the same as the terminated
contract

Ø The replacement contract is executed without undue delay.

Construction
Contracts

31 USC 1558,
FAR 33.102
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The Antideficiency Act

Fiscal controls

An officer or employee may not make or authorize an obligation or expenditure
that exceeds an amount available in an appropriation.

An officer or employee may not involve the government in a contract or
obligation for payment of money before an appropriation is made unless
authorized by law.

Exceptions

Feed and Forage act permits the DoD to contract without an appropriation for
clothing, subsistence, forage, fuel, quarters, transportation, or medical and
hospital supplies for the current fiscal year.  This authority is "contract"
authority and does not authorize disbursements.

Contracts conditioned on the availability of funds.

Activities may initiate certain contract actions prior to an appropriation if the
solicitation and contract include the clause FAR 52.232-18, Availability of
funds.  Awarding without the clause can cause an anti-deficiency act
violation.

Requirements or indefinite quantity contracts for services that may extend
into the next fiscal year must include FAR 52.232-19.

Apportionment

31 USC 1512 requires apportionment of appropriations.  This authority has been
delegated by the President to the Office of Management and budget.  The OMB
apportions funds to prevent obligations at a rate that would create a need for a
deficiency appropriation.

31 USC 1514 requires agency heads to establish administrative controls that
restrict obligations or expenditures to the amount of apportionments.

Antideficiency issues.

Ø A violation of the purpose statute can cause a violation of the antideficiency act.
However, obligation of funds for an improper purpose does not create an
antideficiency violation if:

1. Proper funds were available at the time of the erroneous obligation AND,

2. Proper funds were available when the agency discovered the erroneous
obligation and corrected it.

Ø There is a $500,000 limitation on the use of O&M funds for new construction.
Exceeding this threshold may be an antideficiency violation.

31 USC 1341(a)(1)(A)

31 USC 1341(a)(1)(B)

41 USC 11

Closely Tied to
Purpose Statute

Amount Statutes:
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Ø There is a $100,000 threshold on the use of O&M funds for investment items.
Exceeding this threshold may be an antideficiency violation.

Sanctions for antideficiency violations

Adverse personnel actions.  Officers or employees who authorize or make
prohibited obligations or expenditures are subject to administrative discipline,
including suspensions without pay and removal from office.  Good faith or
mistake of fact does not relieve an individual from responsibility for a violation.
These are relevant only to determine the appropriate level of punishment, not to
determine whether the commander should impose punishment.

Criminal penalties.  A knowing and willful violation of the antideficiency act is a
class E felony.  Punishment may include a $5,000 fine, two years imprisonment,
or both.  Knowing and willful concealment of a violation is a felony.

Liability of accountable officers

Definitions

An accountable officer is any government officer or employee who, by reason
of employment is responsible for or has custody of government funds.  Any
government officer or employee who physically handles government funds, even
if only once or occasionally, is "accountable" for those funds while they are in his
custody.

Certifying officers, disbursing officers, cashiers, paying agents, and imprest fund
cashiers are accountable officers.

An accountable official is any person not otherwise accountable under
applicable law, who provides information, data, or service to a certifying or
disbursing officer in support of the payment process.  Accountable officials now
include persons involved with the purchase card program.

Liability of accountable officers

A certifying officer is responsible for the correctness of vouchers and their
supporting papers, and must ensure they are computed correctly.  Liability
attaches when improper payment is based on improperly certified vouchers.

Military disbursing officers/finance and accounting officers are accountable for
illegal, improper, or incorrect payments as well as account errors even though
they relied on others whose actions caused the error.  Disbursing officers may
designate contracting officers as certifying officers.

Accountable officers are strictly and automatically liable for losses or erroneous
payments of public funds.  Accountable officers are "insurers" of public funds in
their custody or for which they are otherwise responsible.  Liability does not
attach for acts of god or acts of the public enemy.  DoD accountable officials are
not strictly liable; no presumption of negligence applies.

Liability attached
to job
position/title

Strict Liability
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Lack of fault or negligence may provide a basis for relief from the obligation to
repay the loss, however you must demonstrate you were not negligent.

Protection and relief from liability

The statute of limitations for settling accounts of an accountable officer is 3 years
after agency accounts are substantially complete.  After this period the
accountable officer has no personal financial liability.  The statute of limitations
does not apply if a loss is due to fraud or other criminal acts of an accountable
officer.

To qualify for relief from liability for a loss or deficiency under the statutes, an
accountable officer generally must prove that he was acting in an official
capacity and was not negligent, or that any negligence did not cause the loss.  A
standard of "reasonable care" is applied to test whether the accountable officer
did what a reasonably prudent and careful person would have done under similar
circumstances.  Failure to follow regulations is negligence.

If an accountable officer was negligent but the negligence was not the proximate
cause of the loss or deficiency, the comptroller general may grant relief.

Work Performed without an Appropriation

Voluntary services

An officer or employee may not accept voluntary services or employ personal
services except those authorized by law unless for emergencies involving the
safety of human life or the protection of property.  This is limited to situations
where immediate danger exists.  It does not include situations where ongoing
regular functions of government, the suspension of which would not imminently
threaten the safety of human life or the protection of property.

Authorized exceptions:

Ø Service in support of alternate dispute resolution

Ø Student intern programs

Ø Medical care, museums, natural resources programs, or family support
activities

Ø Assistance from Red Cross

Ø Reserve officers as military consultants

Ø Corps of Engineers may accept voluntary services on civil works projects

Protection from
Liability

Voluntary and
Gratuitous
Services
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Gratuitous services

It is not a violation of the antideficiency act to accept free services from a person
who agrees in writing to waive entitlement to compensation.  An employee may
not waive compensation if a statute establishes entitlement, unless another statute
permits waiver.  Acceptance of gratuitous services may be an improper
augmentation of an appropriation if federal employees would normally perform
the work.

Voluntary Creditor Rule

A voluntary creditor is one who uses personal funds to pay a valid obligation of the
government.  Generally an agency may not reimburse a voluntary creditor.  A
voluntary creditor can claim for recovery if:

Ø The claimant shows a public necessity

Ø The underlying expenditure is authorized

Ø The claim is for goods or services

Ø The expenditure is not for a personal use item

Construction Funding

Congress provides annual funding for specified military projects in the Military
Construction Appropriations Act.  The conference report that accompanies the Act
breaks down each lump sum appropriation by project.  Only Unspecified Minor
Military Construction projects may be accomplished without Congressional approval.

Military construction projects expected to exceed $1.5 Million are normally
"specified".

Congress provides annual funding for minor construction projects, not specified in
the conference report.  Unspecified minor military construction projects are normally
defined as those projects that are expected to cost $1.5 million or less.  However, an
unspecified minor military construction project may have an approved cost up to $3
Million if it is to correct a deficiency that threatens life, health, or safety.  Before
beginning an unspecified minor military construction project that exceeds $500,000,
the service secretary must notify the appropriate congressional committees, and wait
21 days.

10 USC 2805 (c) permits O&M funds for UMMC projects costing less than $1
Million if the project is intended solely to correct a deficiency that threatens life,
health, or safety.  The threshold is $500,000 if the project is for any other purpose.

O&M funds may NOT be used to finance minor military construction in exercises
coordinated or directed by the Joint Chiefs of Staff unless the structure is truly
temporary in nature.  Therefore UMMC funds must be used if the construction will
exceed $500,000, or if the construction is not temporary in nature regardless of the
cost.

10 USC 2805 (c)

Unspecified and
Specified
Military
Construction
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A Department Secretary may not use more than $5 Million of a Department's UMMC
funds to finance overseas JCS directed exercise permanent construction during any
fiscal year.  10 USC 2805(a)(2).

Damaged or destroyed facilities

Department Secretaries may use unobligated O&M funds to finance a restoration,
repair, or replacement project if the cost is $500,000 or less.

Department Secretaries may use unobligated MILCON funds to finance a
restoration or replacement project if the cost is greater than $1.5 Million.  Also,
the secretary must notify the appropriate congressional committees and wait 21
days.

Emergency and contingency construction.

Emergency Construction.  The secretary of defense must determine that the
project is vital to national security or the protection of health, safety, or the
quality of the environment.  Also the secretary must notify the appropriate
congressional committees, and wait 21 days after notification before beginning
the project.  Only unobligated MILCON funds may be used to finance the
project, and the secretary cannot exceed $30 Million in any fiscal year.

Contingency Construction.  The secretary of defense must determine that waiting
until the next appropriations act would jeopardize national security or national
interest, must notify the appropriate congressional committees, wait 21 days after
notification before beginning the project, and only use funds specifically
appropriated for contingency construction.  Congress provides an annual
MILCON appropriation specifically for contingency construction projects.
Congress has also established an overseas contingency operations transfer fund.
The purpose of this fund is to pay expenses directly related to known and
ongoing overseas contingency operations.  In general you can expect this to be
used only after first exploring the use of Emergency construction funds.

Declaration of war or national emergency.  The secretary of Defense may initiate
MILCON projects that are necessary to support the armed forces in the event of a
declaration of war or a declaration by the President of a national emergency.  The
SECDEF must however notify the appropriate congressional committees and
may only use unobligated MILCON and Family Housing funds.

Intragovernmental Acquisitions

Economy Act.

The economy act gives federal agencies the authority to order goods and services
from other federal agencies, and to pay the actual costs of those goods and
services.  Actual costs include all direct costs attributable to providing the goods
or services, and indirect costs that bear a significant relationship to providing the
goods or services and benefit the ordering agency.

10 USC 2803

10 USC 2804

10 USC 2808

MIPR'S

31 USC 1535
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Economy act orders may not be used to avoid competition or to dump year-end
funds.

Each economy act order must be supported with a D&F per FAR 17.503.

Orders may only be placed for the bona fide needs of the current fiscal year.

Orders are normally issued on DD Form 448, Military Interdepartmental
Purchase Request (MIPR).

Project orders.  41 USC 23

The project order statute provides authority separate and distinct from the
Economy Act.  This statute applies to transactions between military departments
and DoD government-owned-government-operated (GOGO) establishments.
Orders placed with GOGO's shall be treated as if placed with commercial
activities.  Appropriations shall remain available for payment as if the obligations
arose under a contract with a commercial activity.  This statute does not require a
D&F as with Economy Act orders.

A project order may remain open until the work is done.

Project orders may be issued to GOGO's for production, maintenance, or
overhaul of missiles and other weapons, vehicles, ammunition, clothing and
machinery, other military supplies or equipment, and component and spare parts
for the above.  Project orders may also be issued for research, development, test
and evaluation, and minor construction or maintenance of real property.

Project orders may NOT be issued for major new construction, education,
training subsistence, storage, printing, laundry, welfare, transportation, travel,
communications, or any requirement where a contractual relationship cannot
exist.

Required Sources.  41 CFR 10126.107

Generally, agencies shall adhere to the following orders of precedence when
obtaining supplies or services;

Supplies

Ø Agency inventory

Ø Excess from other agencies

Ø Federal prison industries

Ø Committee for purchase from people who are blind or severely disabled

Ø Wholesale supply sources

Ø Federal supply schedules
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Ø Commercial sources

Services

Ø Committee for purchase from people who are blind or severely disabled

Ø Federal supply schedules

Ø Federal Prison industries

Ø Commercial sources

Augmentation of Appropriations

Augmentation of appropriations is generally not permitted.

Augmentation is action by an agency that increases the effective amount of funds
available in an agency's appropriation.  It generally results in expending funds in
excess of the amount originally appropriated by congress.  Augmentation normally
violates Article I, Section 9, Clause 7 of the Constitution, 31 USC 1301(a) Purpose
Statute, and 31 USC 3302(b) Miscellaneous Receipts Statute.

Augmentation also occurs when an agency uses one appropriation to pay costs
associated with the purposes of another appropriation.  In addition, augmentation can
occur by retaining funds received from another source.  When the retained funds are
expended, it generally violates the constitutional requirement for an appropriation.

There are situations authorized by statute that allow agencies to retain funds from
sources other than congress.  Some examples are:

Ø Economy Act orders.  The ordering agency must reimburse the performing
agency for the costs of supplying the goods or services.

Ø Foreign Assistance Act.  The President may transfer funds from the State
Department to other agencies, including the DoD, to carry out the purpose of the
Foreign Assistance Act.

Other authorized Retention of Receipts and Use of Appropriations.

Ø Replacement contracts

Ø Refunds

Ø Receipt of property other than cash

Ø Funds held in trust for third parties

Ø Nonreimbursable details

Authorized
exceptions
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Payment and Collection

There are essentially two types of financing methods:

Invoice payments, which are subject to Prompt Payment Act interest.  Invoice
payments are payments made upon delivery of goods or performance of services
and acceptance by the government.  They include;

Ø Final payments of the contract price

Ø Payments for partial deliveries or partial performance under fixed-price
contracts

Ø Progress payments

Ø Construction contracts

Ø A&E contracts

Ø Commercial delivery payments

Finance payments, which are not subject to Prompt Payment Act interest.
Contract financing payments are payments made to a contractor before
acceptance of goods or services by the government.  They include;

Ø Advance payments

Ø Progress payments

Ø Interim payments on cost contracts

Ø Commercial advance payments

Ø Commercial interim payments

The Prompt Payment Act.  31 USC 3901-06.

The PPA provides that interest begins when the government fails to make timely
payments to the contractor after receipt of a proper invoice from the contractor.
The PPA generally applies to all government contracts and all government
agencies.  In addition, there are no geographic limitations to the applicability of
the PPA's procedural requirements.

The PPA applies only to invoice payments (FAR 32.902), and NOT finance
payments (FAR 32.907-2).

A proper invoice must include:

Ø Name and address of contractor

Ø Invoice date

Prompt Payment Act

Proper Invoice
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Ø Contract number or authorization

Ø Description, quantity, unit of measure, and cost of supplies delivered or
services performed.

Ø Shipping and payment terms

Ø Name and address of contractor official to whom payment is to be sent.

Ø Name, telephone number, and mailing address of person to notify if the
invoice is defective.

Ø Taxpayer identification number

Ø Any other information or documentation required by the contract.

The government must notify a contractor of defective invoice within 7 days after
receipt of the invoice at the designated payment office.  The window is shorter
for certain perishable commodities.

Payment due date is the later of:

Ø The 30th day after the designated billing office receives a proper invoice, or

Ø The 30th day after government acceptance of supplies delivered or services
performed by the contractor.

Ø The 14th day after the designated billing office receives a proper invoice for
progress payment on a fixed-price construction contract.  The contractor
must certify any requested progress payment.

Prevalidation:

Section 8137 of the Grassley Amendment to Public Law 103-335 added a
requirement for DFAS to prevalidate all invoices greater than $1 Million
(after 1 October 95) against previously distributed copies of contracts and
modifications (per DFARS 204.2) prior to making disbursement.  The
Secretary of Defense may require prevalidation at a lower threshold.
Recognize that this requirement may impact the speed by which invoices are
processed for payment by the servicing DFAS.

Investment/Expense threshold

Expenses are costs incurred in operating and maintaining the DoD. Expenses are
normally funded with O&M appropriations and generally include:

Ø Labor of civilian, military and contractor personnel

Ø Rental charges for equipment and facilities

Ø Food, clothing, and fuel
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Ø Maintenance, repair, and overhaul

Ø Real property maintenance, repair, and O&M funded minor construction
projects

Ø Assemblies, spare and repair parts, and other items of equipment not
designated for centralized management and costing less than $100,000.
(Watch out for computer systems)

Investments are acquisitions costs of DoD capital assets, and are normally
financed with procurement appropriations.  The costs benefit future periods and
tend to have a long-term character.  Investments include:

Ø All items of equipment not managed by DBOF that are subject to centralized
item management.

Ø All equipment items having a system unit cost of $100,000 or greater.

Ø Construction, including equipment installed and made an integral part of
facilities.


